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THAILAND - KEY ECONOMIC INDICATORS 


In millions of U.S. dollars; period averages unless noted. 


US$1.00 = Baht 25.59 (1990) CALENDAR YEARS 
Exchange Rate: US$1.00 = Baht 25.52 (1991) 1990 1991 1992 


US$1.00 = Baht 25.40 (1992) Preliminary 


INCOME, PRODUCTION, EMPLOYMENT 
GDP at Current Prices 
Real GDP Growth Rate 
Per capita GDP at Current Prices (US$) 
GDP, Current Prices by Major Sectors(%): 
Agriculture 
Manufacturing 
Commerce 
Services 
Population (in millions) 
Labor Force (in thousands) 
Official Unemployment Rate (%) 


MONEY, PRICES, AND BANKING 

Commercial Bank Prime Rate (year end, %) 
Wholesale Prices (% change) 
Consumer Prices (% change) 

Commercial Bank Assets (year end) 

Stock Exchange Capitalization (year end) 


BALANCE OF PAYMENTS 
Total Exports (FOB) 

Exports to U.S. 
Total Imports (CIF) 

Imports from U.S. 
Balance of Trade 
Earnings from Tourism 
Current A/C Balance 
Net Capital Movements 
Overall Balance of Payments 
Net Official International Reserves 


DEBT 

External Public Debt 

External Private Debt 

Annual External Debt Service (Total) 
Debt Service Ratio (3%) 


LEADING IMPORT ITEMS FROM U.S.: (1992, dollars, millions): 


81,547 
10.0 
1,44 


12.4 
26.1 
15.2 
26.4 
56.3 

31,180 

3.8 


16.5 
3.4 
6.0 

70,596 
23,975 


22,790 


93,546 
8.2 
1,642 


12.4 
26.4 
15.2 
26.3 
57.0 

31,790 
ac 


14.0 
6.9 
5.7 

85,028 

35,156 


28,235 
6,046 
37,924 
3,988 
-9, 682 
4,423 
-7 , 566 
11,549 
4,404 
16,788 


12,803 
20,476 
3,578 
9.8 


105,000 


Aircraft and 


parts (1,061); Electronic components (397); Office machine parts (177); 
Jewelry and precious stones (95); Cotton (91); Automatic data processing 


machines (71); and Tobacco and tobacco products (69). 


SOURCES: Bank of Thailand; Ministry of Commerce; National Economic and Social 


Development Board; U.S. Department of Commerce; and Embassy estimates. Data 
as Of May 27, 1993. 





OVERVIEW 


Thailand's economic development policies are based on a 
competitive, export-oriented, free market philosophy. Its economy 
is in transition, from an agricultural economy to a more open and 
broadly based one with a large manufacturing sector. Although 
official data indicate the majority of the Thai labor force depends 
on agricultural production for the major part of their income, the 
manufacturing, wholesale and retail trade, service and other 


industries now account for almost two-thirds of the gross domestic 
product in value terms. 


Economic growth and investment continued to slow modestly during 
1992 and the first few months of 1993. The tragic events in May 
1992, which culminated in political violence with numerous 
casualties, undermined domestic and foreign investor confidence. 
High (but declining) interest rates, slower growth in some of 
Thailand's major markets, such as Japan and the European community, 
and a weakening property market contributed to the slowdown. 
Unless the world economy rebounds rapidly, growth may slow further 
in 1993. However, the fundamentals of the Thai economy remain 
strong, and absent further domestic or external shocks, Thailand 
should maintain solid economic growth for the foreseeable future. 
The gradual slowdown during the past few years, from the double 
digit economic growth of the late 1980's, could provide breathing 
room for development and expansion of Thailand's overtaxed 
infrastructure, if the Thai Government can maintain a high level of 
public and private investment in infrastructure. 


Although the domestic economy and import growth slowed somewhat 
during 1992, exports, particularly to the United States, continued 
to expand rapidly. As a result, the current account deficit 


declined modestly in size and in comparison to the country's gross 
domestic product. 


The appointment of the first Anand administration in March 1991 set 
the stage for a flurry of legislative and regulatory reforms. The 
Anand government reduced market distortions, made tax policies more 
transparent and generally liberalized the domestic market. The 
Chuan government, which took office following free elections in 
September 1992, has maintained the general direction of economic 
liberalization, making modest additions in some areas. It has also 
stressed addressing the imbalances created through rapid 
industrialization, by emphasizing rural development and reducing 
disparities in the distribution of income. Rapid growth has had 
some drawbacks; infrastructure bottlenecks remain a problem, and 


environmental degradation has worsened considerably in recent 
years. 


Relations between the United States and Thailand remain strong, 
although Thailand's industrial diversification and growing role in 
the world economic structure have inevitably led to some trade 
frictions. Bilateral trade reached $12 billion in 1992 and 
continues to grow rapidly. The United States is Thailand's largest 
market and its second largest supplier after Japan. 





MACROECONOMIC SITUATION 


Economic Growth 


Real economic growth averaged over 10 percent from 1987 to 1991. 
Nevertheless, at roughly $105 billion, the gross domestic product 
(GDP) for 1992 is only a fifth of the GDP of Spain, which has about 
the same physical size and two-thirds the population. Thailand's 
GDP is likely to approach $120 billion for 1993. Per capita GDP 
exceeded $1,800 in 1992, about the same as Turkey's or Poland's. 
Thailand's economy has slowed gradually since real growth peaked in 
1988 at the unsustainable rate of 13.2 percent. Even with the 
modest slowdown during 1992, with real growth at just over 

7 percent, Thailand remains one of the fastest growing economies in 


the world. Real growth may slow further in 1993 to 6.5-7.0 
percent. 


Thai economic growth has been largely outside the agricultural 
sector. Exports, particularly for manufactured products, continue 
to increase rapidly. Investment in new productive capacity, while 
slowing, remains at high levels, and domestic demand is strong. 
Barring a severe slowdown in Thailand's principal export markets, 
or other domestic or external shocks, Thailand's real economic 


growth will likely average over 7 percent annually over the next 
few years. 


Infrastructure bottlenecks and shortages of skilled personnel will 
remain important dampening factors to growth. There is broad 
public recognition that metropolitan Bangkok's public works -- 
communications facilities, ports, roads and mass transit, and 
electricity grid -- are already overtaxed and will come under 
increasing pressure. Water management is also a growing problem. 
Efforts to promote industrial decentralization to areas outside of 
Bangkok and create more infrastructure are under way. Thai 
policymakers are also aware that rapidly rising wage rates could 
affect Thailand's competitiveness vis-a-vis other countries in the 


region; wage gains continue to outpace the growth of the consumer 
price index. 


Fiscal Performance 


For the past five years, Thailand has experienced budgetary 
surpluses as revenues were fueled by growth and as government 
investment expenditures lagged behind planning. For the fiscal 
year ending September 30, 1992, the government's surplus reached 
$3 billion, and although the budget is slated to be slightly in 
deficit during the current fiscal year, Thailand is likely to have 
a sixth consecutive budgetary surplus on a cash basis. This 
cushion allowed the government the flexibility to sharply reduce 
import tariffs in a number of sectors and to restructure the tax 
system. Tariffs now make up only 17.5 percent of government 
revenues, down from 20.4 percent in 1981. 





Foreign Trade 


Thailand’s merchandise exports grew by over 14 percent in 1992 to 
over $32 billion. This impressive increase, particularly in 
manufactured products, occurred despite slowing world economic 
growth. Growth in exports of textiles, plastic products, computers 
and electronics was particularly strong. Exports will likely 
continue to expand at moderate rates during 1993. The value of 
merchandise imports exceeded $40 billion in 1992, only a 7 percent 
increase from 1991. As a consequence, the trade deficit fell to 
about $8 billion, a continuation of the decline begun in 1991. 


Thailand’s trade relations have traditionally been oriented toward 
distant markets, particularly those in North America and Europe. 
The creation of an Association of Southeast Asian Nation (ASEAN) 
Free Trade Area, decided in January 1992 by ASEAN heads of 
government at a summit meeting in Singapore, may contribute to more 
rapid growth in Thai trade with its ASEAN partners in the coming 
years. Thailand has already implemented the first round of duty 
cuts on high-tariff goods imported from ASEAN countries. 


Balance of Payments 


Thailand’s substantial merchandise trade and current account 
deficits are a minor cause for concern, but as yet are manageable. 
A principal cause of these deficits is high imports of capital 
goods, raw materials and other inputs to manufacturing, and export. 
As such, current imports should lay a solid base for export 
expansion and future economic growth. 


For 1992 the current account deficit was about 6.4 percent of GDP, 
substantially below the almost 9 percent ratio in 1990. The 
overall balance of payments remained in surplus due to tourism 
earnings and substantial inflows of foreign capital (albeit at 
lower rates than during 1990 and 1991). Although import growth 
accelerated modestly during the first quarter of 1993, both the 
trade and current account deficits may continue to decline in 
relation to GDP over the next few years as export growth continues 
to outpace that of imports. Net official international reserves 


have also risen rapidly in recent years and exceed six months of 
imports. 


Monetary Policy, Debt, and Inflation 


During the second half of 1990, due to tight monetary policy by the 
central bank, domestic interest rates rose sharply. The prime 
lending rate reached 16.5 percent. These high rates did not fall 
below 15 percent until October 1991. During 1992 rates eased 


further, falling below 12 percent for the first time during 
December. 
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As a result of the interest rate disparity between higher domestic 
rates and declining international lending rates, Thai private 
sector external borrowing, which grew sharply in 1990 to almost 
$14 billion, rose rapidly throughout 1991 and 1992. Net capital 
inflows, largely private sector borrowing, declined to just under 
$8 billion in 1992, somewhat below 1991's $11.5 billion. Public 
sector borrowing (largely by state enterprises), on the other hand, 
grew only modestly during the year. Thailand has used some of its 
fiscal surplus to reduce foreign and domestic obligations, with 
total external obligations of only $13 billion at the end of 1992. 


In 1990, inflation in Thailand's official consumer price index 
(CPI) reached an eight-year high of 6 percent. Inflation moderated 
somewhat as the economy slowed in 1991 and 1992. Despite some wage 
pressures, particularly in the Bangkok area, the CPI will likely 
rise by less than 5 percent in 1993. 


SECTORS OF THE THAI ECONOMY 


Agriculture 


With the country's moderate climatic conditions, agricultural 
production rose almost 4 percent in 1992, compared with a 


4,5 percent increase in 1991. Current forecasts (which are 
probably overly optimistic due to a decline in agricultural prices) 


call for less than 3 percent growth for 1993. Almost 60 percent of 
Thailand's labor force continues to be at least partially employed 


in agriculture, The sector remains of crucial importance to the 


national economic well being. However, the relative size of the 
agricultural sector as a contributor to GDP has declined. 


Manufacturing 


Since 1979 Thailand's increasingly diversified manufacturing sector 
has made the largest contribution to the nation's economy. Real 
output growth in the sector, 14 percent in 1990, slowed to roughly 
10 percent in 1992, due in part to higher costs stemming from high 
interest rates and rising wages. Growth for 1993 may fall to less 
than 9 percent as the economy continues to slow. The export- 
oriented component of the sector continues to be dynamic, 
attributable mainly to substantial growth in export-oriented direct 
investment, the price competitiveness of Thai products, and to 
government policies which encourage exports. 


Industries registering rapid increases in production include 
computers and electronics, garments and footwear, furniture and 
wood products, canned food, gems and jewelry, toys, and plastic 
products. Production for the domestic market, although slowing 
somewhat, was also important in 1992. High growth industries 
targeting domestic consumption include construction materials, 
foods and beverages, and electrical appliances. 





Real Estate and Construction 


According to some estimates, growth in the construction sector 
slowed from 22.7 percent in 1990 to perhaps as little as 7 percent 
in 1992. The industry, seriously overheated during 1990, showed a 
sharp drop in the pace of new project starts in 1992. Despite this 
slowdown, the number of projects under way means that substantial 
numbers of new condominiums and commercial office space will 
continue to come on the market for several years. Rents, even in 
the central Bangkok area, began to soften in late 1991, a trend 
that continued during 1992. A large increase in planned public 
sector spending for infrastructure projects may offset to some 
extent declines in private sector construction, but questions 


remain as to how rapidly the government will be able to implement 
the new projects. 


Tourism 


During 1992 tourism is estimated to have brought in only 

$4.4 billion to Thailand, roughly the same level as 1991. Asa 
labor intensive industry, it employs over half a million Thai 
workers, dispersed throughout the country. The economic slowdown 
in many countries during 1992 combined with Thailand's unsettled 
domestic situation, especially the political violence in May 1992, 


adversely affected this important sector. The political situation 
has long since returned to normal, but Thailand's tourism remains 


heavily affected by the slowdown in Europe and Japan, important 
sources for Thai foreign tourists, 


INCOME DISTRIBUTION AND LABOR 


Thailand's policy of promoting export-led growth through processing 
and manufacturing has led to significantly higher income levels in 
the Bangkok area and a few other areas where manufacturing or 
tourism are major activities. Elsewhere, growth has been much 
slower. According to a study by the Thailand Development Research 
Institute (a private "think-tank"), in 1992 regional income 
disparity remained substantial and growing. Average per capita 
income in the Bangkok area in 1992 was estimated at over $5,500, 
while per capita income in the northeast, the poorest region in 
Thailand, was less than $700. Roughly half of the country's gross 
domestic product is produced within the Bangkok Metropolitan 
Region. This disparity will likely persist for some time as 
Bangkok's economic growth rate continues to outpace all regions of 
the country, except for the eastern region. The Chuan government 
has included promoting rural development and reducing the country's 
broad disparities in income among its key policy objectives. 


Thailand's labor force grew 1.9 percent during 1992 to 
approximately 32.4 million. Official unemployment remained at 
3.1 percent in 1992, the same as in 1991. The extent of 
underemployment is difficult to measure, but it appears to be 
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extensive, particularly in rural areas. In the Bangkok 
metropolitan area and six other provinces, the minimum wage was 
increased to 115 Baht (about $4.50) per day on April 1, 1992 and to 
125 baht (about $5.00) on April 1, 1993. Lower minimum wages 
prevail elsewhere to encourage investors to establish factories in 
the countryside and in recognition of lower living costs outside of 
Bangkok. According to the Ministry of the Interior, less than 

2 percent of the Thai nonagricultural labor force is unionized. 


BILATERAL RELATIONS 


Relations between the United States and Thailand are long-standing 
and close. Free elections held in September 1992 heralded the end 
of a series of interim governments that held office following the 
February 1991 coup d'etat and March 1992 political violence. Asa 
result of the elections, Chuan Likphai became Prime Minister, 
heading a five-party coalition government. Relations with the 
Chuan government are excellent. Thailand is taking an active role 
in the establishment of the Asia-Pacific Economic Cooperation 
(APEC) Group; Bangkok was the host city for the September 1992 APEC 
Ministerial. While occasional trade frictions between dynamic 
economies are inevitable, overall U.S.-Thai relations are 
characterized by a constructive dialogue to resolve differences in 
a mutually acceptable and amiable manner. 


The U.S. Government has sought improvements in the Thai regime for 
protecting intellectual property rights (IPR). This issue is 
likely to be an area of continued discussion between the Royal Thai 


Government and the United States. Issues of continued interest 
include, among others, copyright protection of software, 
enforcement generally, and effective patent protection of 
pharmaceuticals. During April 1993, Thailand was designated for 
the third time as a "Priority Foreign Country" under the "Special 
301" provisions of the 1988 Trade Act. A productive round of 
negotiations in Washington in May 1993, which followed strong anti- 
piracy efforts began in February 1993, have laid a positive 
framework for eventual resolution of differences on intellectual 
property rights. 


The United States has also sought improvements in Thailand's 
protection of internationally recognized worker rights. Key areas 
of concern include the long-standing problem of child labor abuse 
and restrictions enacted in 1991 on public sector employees' 
freedom of association and collective bargaining rights. Because 
of these worker rights problems, the AFL-CIO has petitioned to 
eliminate Thailand's eligibility for trade preferences offered to 
developing countries known as the Generalized System of Preferences 
(GSP). Elimination of the preferences would end GSP duty-free 
treatment on Thai exports worth $1.9 billion in 1992. 


OPPORTUNITIES FOR U.S. EXPORTS 
The U.S. share of Thailand's total trade for 1992 was about 


16 percent, up from 13 percent in 1982, but behind Japan's 
24 percent. Total bilateral trade for 1992 reached $12 billion, 
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with Thailand enjoying a bilateral surplus of $3.5 billion based on 
U.S. Customs data. Aircraft deliveries and electronic components 
accounted for much of the growth in U.S. exports to Thailand. 
Planned creation of an ASEAN Free Trade Area may stimulate rapid 
growth of the more competitive Thai industries. This growth may 
provide opportunities for U.S. suppliers later in this decade. 


Thailand's strong long-term economic prospects make the Thai market 
an attractive and potentially very profitable one. While U.S. 
firms can expect strong competition from companies headquartered 
elsewhere, opportunities in Thailand merit serious investigation 
and aggressive pursuit in many sectors. Officials throughout the 
Royal Thai Government have told the U.S. Embassy that they welcome 
project proposals from U.S. companies. With the growing importance 
of the Thai private sector, Thai companies are also excellent 
potential partners for U.S. firms. One recent example of the 
growing number of such cooperation is NYNEX Telecom's entry into a 
"strategic partnership" with TelecomAsia Company to expand 
Bangkok's telephone system. In the embassy's view, the following 
sectors offer the best prospects for expanding exports of U.S. 
goods and services during 1993. 


Telecommunications Equipment 


Thailand's total market for telecommunications equipment was 
estimated at $770 million in 1992. Total market growth may average 
10 percent a year during 1992-94. Market demand, coupled with 
rapid advances in communications and information technology, has 
compelled the Thai Government to open doors for the private sector 
to participate in new telecommunications plans -- largely through 
the offering of long-term concessions to private firms for various 
telecommunications services. Recent concession agreements include 
one awarded to TelecomAsia to install 2 million phone lines 
(tripling the number of nationally available lines), one to an 
affiliate of the Loxley Group for a 1 million line project for 
provincial areas, one to Shinawatra Computer and Communications 
Company for a satellite (constructed in the United States), and an 
optical fiber project awarded to ComLink Company. Future 
concessions include a second international telephone switching 
center; the second ASEAN fiber optic submarine cable; and projects 
supporting the Eastern Seaboard Development zone. Promising 
subsectors include telephone switching equipment; optical fiber 
cables; mobile telephone equipment; satellite receiver antennas; 
television broadcasting equipment; and paging systems. 


Pollution Control Equipment 


Rapid industrialization has resulted in significant air and water 
pollution. There is a real need for pollution control equipment, 
but little effective demand because of inadequate enforcement of 
environmental protection laws. The Seventh Plan (1991-1996) gives 
high priority to waste water treatment, and sewage and drainage 





-10- 


systems, particularly in Bangkok and other major cities. More than 


$1 billion is projected to be spent on these plants over the next 
five years. 


Medical Equipment and Supplies 


There is a growing need for hospitals, clinics, and other medical 
facilities in Thailand. Many doctors and dentists are U.S. trained 
and prefer high-quality U.S. equipment. The Social Security Act 
(1990) will encourage more people to seek medical help rather than 
rely solely on over-the-counter remedies. The Thai market for 
medical equipment and supplies grew from $85 million in 1988 to 


$115 million in 1992 with growth expected at roughly 7 percent for 
1992-94. 


Food Processing and Packaging Machinery 


The total market for food processing and packaging machinery in 
Thailand was estimated at $175 million in 1992, of which $62 
million was imported. The market is projected to grow by 7 percent 
per year. Machines for the following industries have the best 
growth potential here: fruit and vegetable processing/packaging; 
meat, poultry and egg processing/packaging; fish and seafood 
processing/packaging; fats and oil extraction and processing. 


Computers and Peripherals 


Total Thai demand for computers and peripherals was estimated at 
$1.3 billion in 1992, almost all of which is imported. Effective 
July 10, 1991, the duty on computers and peripherals was reduced 
from 20 percent to 5 percent and on central processing units (CPU) 
parts from 10 percent to 1 percent. Computer purchases by 
government offices and state enterprises are projected to grow by 
10 percent per year through 1995. Purchases by the private sector 
are forecast to grow by more than 20 percent per year. 
Microcomputers will have the biggest market share, but workstations 
and hard disk drives will have the highest growth prospect. There 
will be significant business opportunities for laptop computers, 
notebook computers, workstations, hard disk drives, and laser 
printers. Demand for software and services will also grow rapidly. 


Food Franchising/Supermarkets 


The industrialization of Thailand and its concurrent economic 
development have brought a change in Thai eating habits. This 
change is seen in the popularity in Bangkok of Western-style 
(including fast food) restaurants and in displacement of 
traditional "wet markets" by modern supermarkets. Products with 
good retail potential include fresh fruits and nuts, snack foods, 
confectionery, health foods, cheese, and wine. The food service 
and food processing sectors represent good markets for specialty 


produce, beef, beverage bases, soup mixes, fruit fillings, butter 
oil, emulsifiers and spices. 
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INVESTMENT CLIMATE AND OPPORTUNITIES 


Thailand welcomes foreign direct investment as a means of promoting 
economic development, employment, technology transfer, and export 
diversification. The Investment Promotion Act of 1977 provides the 
basic framework for investment. The Alien Business Law imposes 
certain restrictions. The U.S.-Thailand Treaty of Amity and 
Economic Relations also provides some rights for U.S. investors. 
The Board of Investment offers incentives to investors who commit 
to, for example, exporting substantial portions of their production 
or locating outside the Bangkok area. The Securities Exchange of 


Thailand also offers attractive opportunities for portfolio 
investment. 


U.S. direct investment in Thailand accounted for over 30 percent of 
the value of all foreign investment between 1970 and 1985, 
according to the Bank of Thailand. Firms from the United States 
have recently fallen behind those from Japan in establishing new 
factories in Thailand, although U.S. investment continues to grow 
rapidly. In 1992, the Board of Investment (BOI) approved 29 U.S. 
investment projects with registered capital of $118 million. BOI 
figures significantly undercount total U.S. investment as many U.S. 
firms do not apply for BOI incentives. U.S. investors established 
in Thailand are almost without exception enthusiastic about their 
operations in Thailand and are reinvesting heavily. 


FOR FURTHER INFORMATION 


The U.S. Embassy in Bangkok stands ready to assist U.S. businesses 
interested in broadening U.S./Thai commercial relations. Those in 
the United States should make the nearest district office of the 
Department of Commerce their first point of contact. Trade 
specialists there can provide general briefing materials and 
specific assistance such as the Agent/Distributor Service, credit 
information on Thai importers or prospective agents, market 
research studies, and guidance on upcoming trade promotion events. 
The Country Specialists for Thailand in the Commerce Department’s 
International Trade Administration and in the Foreign Agricultural 
Service, Department of Agriculture, are also valuable sources of 
assistance. The U.S. Export-Import Bank stands ready to assist 
U.S. exporters. U.S. businesses are also invited to contact the 
Thailand/Burma Office, Department of State and the Thai/ASEAN 
Office at the Agency for International Development. Business 
visitors to Bangkok are welcome to make an appointment to meet with 
appropriate embassy personnel to discuss their business interests. 








